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The National Direct Student Loan
: Program Requires More Attention
{ N N . ‘ : i g
. By The Office Of Education ‘
And Participating Institutigns
Office of: Education :
Department of Health, Education, and Welfare
' GAO reviewed the administration of the Na- .
tional Direct Student Loan program by the - ‘
-~ . Offke of cl’Edfucatidon ar;)cll‘part'icipl?ting ins$ \s oerant ¢
- - tution un roblems Iin the ar v ARTMENT OF HEAL TN,
: loan serviting and collection. The Office of  AouCaonL weLr e
Education needs to provide technical assis- EOUCATION .
tance to_partieipating institutions and moni- THIS DOCUMENT HAS BEEN REPRO.
tor their performance. Appropriations fdr the (NE PERSON ORIDACANITATON ORI+ 4
-~ program are over $300 million annually, and ATING IT POINTS OF VIEW OR OPINIBNS
_ " the combined net worth of National Direct 2;;‘,‘0‘;:’,‘g,:ﬁ’[‘:‘ﬁgf‘ﬁ_‘,':';'”zi:‘bi' -
- Student Loan funds at participating institu- . EOUCAT'ON POSITION OR POLICY
da tions totafs over $3 billion, Delinquency rates " R “
™~ have continued to increase, thereby diminish- b .
ing loan funds available te needy students.
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UNITED STATES GENERAL ACCOUNTING OFFICE
' WASHINGTON, D.C.

[ o \ » 0.
. - ’ k3 ‘
HUMAN RESOURCES ‘ - 4 ’
DPIVISION -
B~164031(1) ’ BN " .
' The Honorable - -~ : ' , ,
- ! The Secrekary of Health, . ' o
Educatlbn, and Welfare . .
Dear Mr. Secretary: .. B T o
i} J&“j~,' Becaus'e of continuing congressional interest in Federal

student financial aid programs, we surveyed the National Di-
- rect'Student. Loan (NDSL) program administered by the Office

Peog e ‘of Education (OE). The program was established under title
VAP II of'the National Defense. Education Act of 1958, as amended,
o and the Education Amendments of 1972 incd®rporated this title-
T into part’ E, title IV of the Higher Educatiqn Act of 1965,

as amended: 1In 1972 the name of the'program was changed from
the National Défense.Stiydent Loan program to the National D1-
o " rect Student Lban program. . v
\ v . -~
The program provides for the establlshment of loan funds
3 " at postsecondary educational institutions, so they can make
" long-term, low-interest loans toﬂguaglfled«students who need

BTe. financial assistance to pursue a course of study.on at least
" .._@ half-time basis.” Federal funds are genetally prov1ded each .
) year to partlcrpatlng institutions. ‘The Federal share “under

the program is 90 percent with the institutions supplying the
remaining- 10 percent~ The institutions are respon51ble for
o maklng and collectlng the loans. ‘

‘s - The NDSL program is one of three OE student financial
aid programs for which financial aid officers at the insti-
tutions determine éllglblllty and the amount of aid. The °

. -others are the College Work-Study and the Supplemental Edu-

- , cational Opportunity Grant programs, both of which are au-

. thorized by the Higher Education Act of 1965, as amended.
The three programs are usually referred to.as camphs-based
student, 6 aid programs. An institution may choose to partici-
pate in anyrcomblnatlonjofhzrd1v1oual programSJor all three

-

Qprograms.

<
o

PN . Approprlatlons for the NDSL program for fiscal year h

‘1976 were §$332 mlillon, $321 fmillion of which was for new
Federal capltaI contrlbutlons, and the nemainder was for




. . . ) © ’ A. - * . - - /
s B-164031(1) i L i - , " /‘3
» L3 Y 4 * ! —ﬁ .
. . - ‘ C . ] .
s - . ‘ : T e ’ '
- loan cancellations and institutional loans. Since the pro-
i ram began, the net cumulative Federal caprtaL«pontribution 7

“totale over $3.2 billion. Loan collections by. institutions
were about $215 million in fiscal year 1976.

- Our survey was conducted at OE headquarters in-Washing-®
ton, D.C.; at the offices of the Regional Commissioners for
Education in regions III (Philadelphia), -V (Chicago), and
IX (San Frantisco); and at four postsecondary educat.ional
institutions=-~a public university and 7 community college in

4

Maryland, and a proprietary school andfan institution offering = ™
specialized training for *handicapp tudents in Washington,
D.C. At the institutions vigited‘we discussed their programs,
reviewed procedures for adhering to published guidelines and
~ regulations, and examined the files of.selected"NDSL bor-
rowers. - o )
- fr .1 . e ’ \ “ .
We noted- problems in the administration of the L pro-
gram by OE and the institutions we visited. These p oblems o
.‘concerned the need to ' : ©

--provide .program guidaﬁcg/at institutions so tk@y can .
.promptly and effectitely implement estlablibhed réquire-
ments and changes in the program, ’ :

-

-~establish procedures .to determine other Federal aid “

received by NDSL recipients, .
v ’ ’ ’
‘ --emphasize to schools their responsibility for collect-- [
‘ ing on loans to reduce delinquengy rates, \

--provide technical assistance to participating institu-
tions and periodically review their- administration of, . -

the program, and : . . ¢
--improve the efficiency of reporting requirements and
tabulating program data. LY T "

We.recognize that our fiﬂé&pgs are based on results of
‘~visits to a limited number of institutions; however, we do _
not' believe that the problems we found are’ unigue to only - - . ..
Department of Health, Education, and Welfare (HEW) regions '
.and\the institutions included in our survey. Many of our
findlings have:also been noted by others who have reviewed - \
varidous aspects of the NDSL program., . ) S

E . . : . ' R
v .
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NEED FOR PROGRAM GUIDANCE AT INSTITUTIONS | j

- Because OE has not provided adequate prograﬂ guidance‘
for institutions partjicipating in” the NDSL.program, those .
¥ participating in the program for the first time have beef. I
~ unclear redarding requirements, and’ prev1ously part1c1pat-
ing institutions ha not implemented changes brought about
by new legislation. The most current NDSL program manual
was published if 1967 and is out-of-print, apd the Federal > -
program regulatiops in- effect when we sta}ted our survey
were not current. ) ’ ‘ ¢ N .
JIn addition to the .problems-created for institutions ¢
trying to establish NDSL programs, lack of up-to-date pro-
gram guidance can create‘problems for institutions with
estlabl ished NDSL programs. For example, institutions that
have part1c1patgd in the program for.several years have
loan accounts in their books wHich they considered uncol- -
lectible eveg though the Education Amendments of 1972 allow
them to assign such—accounts to OE. Although this may have -
, jeopardized ultimatej collection of these accounts, we gelleve
o that OE should first attempt it before writing them of
. uncollectlble.

Pa

L)

Prggram.manual . - « \

i

In at least .one reglon, copies of an NDSL program manual
were not available to give to schools enterlng the program-
for: the first time.- Due to numerous. changes in the law since
1967 (when the latest manual was publlshed), an updated manual
is needed,“especially for new schools part1c1pat1ng in the .,
program.

.
4, ~

S—

OE program, off1c1als said that the Education Amendments
.0f 1972 mandated at all essential program reguirements be
published as reguggtlons These officials distinguished. be<
"tween such regulations and nanqgls--such as the 1967.manual
which contains helpful hirits on program operations.. They
also told us that various nongovernmental organizations pub-
lish magpals, and that OE has dlstrlbuted a fiscal and
-, - accounting manual to institutions. They have rev1ewed a col-
+ lections manual under preparatlon by. one of these nongovern-
mental organizations and have contrac¢ted for the preparation
of a training manual by another such organization. However,
(these manuals were not available to institutions part1c1pat- !
o ing- 1n the NDSL proqyam as of Aprll 1977.

4

"
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" We be{1eve that OE needs to see that the manuals and
regulations discussed above will prov1de the necessary guig-
ance for gnstltutlons that part1c1pate in the 'NDSL program:.
If OE program officials believe that the manuals and regu-
lations are-sufficient, then a procedure should bé .estab-
lé¢shed to promptly update them as changes occur.

. . , ) [ ‘ ) at -
Program regulations _ ?ﬁnnxtbeh%

The Education Amendments of 1972 (P.L. 92 318, “enacted
- June 23, 1972) require the Commissioner of Education to study
all rules and regulations pertaining to OE programs, to re- _ N
Rort the results of this study within 1 year to the appro-. " »
priate legislative committges of the Congress, and within 60
days after submission of the report, to publish all rules
and regulations in-the Federal Register. \ »

(SN

In October 1875, OE publlshed a Notice of Proposed Rule~-
making in the Federal Register, soliciting comments and recom-
mendations, and 'providing for public hearings on oposed
regulations for the NDSL program..:In November 1 interim
regulations were publlshed OE officials- attrlbuted the
lengthy.delay in revising the program rpgulatrons to intérnal
clearance procedures and lack of staff. .

Without an updateo procedures manual and revised program
regulations, institutions cannot administer the NDSL program
without” problems For example, the Education Amendments of
1972 provide that institutions may assign to OE those NDSL
accounts which had been "* * * in default' for at 'least 2 years
desp1te due diligence on the part of the institution in mak- \z,
1ng collection * * *," For over 4 years this provision was -
'not implemented by regulatlon, and because-.-the term "#n de- »
fa®lt" had not been defined," 1nst1tutlons had not ass1gned
defaulted accounts to OE. .

K

3

. The intefrim regulations publlshed ‘in Nove hber 1976 pro-
vide for assigning accounts to QE; however, e delay has
caused schools to keep ’in their’ books accounts which they
considet uncollectible. Two institutions we visited main-

+ +tained an "idactive" group of loans for which they no longer
attempted collection. We beliieve. the delay in assigning
uncollectible accounts to OE hat decreased the likelihood
\of collectlng these loans.
- »

OE program officials said that 1f institutions.report

‘ that" “they have followed OE' s procedures for bllllng and

6.
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s qgllecting on accounts by documenting that borrower$ cannot

be located despite thorough checks or that they lack the )

ability to pay, then OE will probably*write off these loans a

and attempt no further collection, Bowever, it does not,

appear that OE has the resources to routinely gbeck on the -

reliability of information reported by institu¥ions, and

we found that institutions were not adherin§ to OE's recom-
. mended billing and colle¢ting procedures (feé p. 10). Basegd
.- on our -visits ‘at institutions and the results obtained by .

- OE -under the Guaranteed Student Loan (GSL) program when it
L pursued lenders in default: (see below ), we believe that
it would not be in.the best interest of the Federal Gomern-
ment to write off.these NDSL ac¢counts without first attempt-
L + ing, on at least a sample basis, further collection efforts
to see 1if it is warranted from a cost-benefit standpoint.

v

~ . The GSL program provides for Fégfral collection efforts
‘ gfter an accoumt has been .purchased ffom.a lender because a
of default. During fiscal year 1976, OE employed over 100
collectors at its 10 regions to cover money from student
" borrowers who defaulted. 1In additiqn, OE plans to contract /
) with private agencies for the collectipn of ‘defaulted GSL L
loans. GSL program officials have hafl some succes¢ in pur-
) suing borrosers after lenders have fgiled to collect. Of ' , o
, more than $280 million paid to lendens for defaulted loans, «
OE has collected about $25 million. . - '
- ' ,
\\fi\‘ —._ ., A procedure similarlto that used in the GSL program
’ mi§ﬁtxng applied to defaulted NDSL accounts to determine
their ultimate collectivity. A great deal of work will: be
involved once schools begin assigning ‘defaulted NDSL ac-
coynts to OE. An OE official estimated that initially the
. nuﬁfer of such accounts could be as high as 150,000. Pro-
cedures had not been developed nor had staff been dssigned
for handling these accounts at the time of our fieldwork.
OE officials said that procedures are being developed and
that they plan to recruit three people for this. job.

‘o

We do not believe thag(these procedures will be suffi-
cient to avoid delays and backlogs in _the processing of
such accounts. For example; using'OE's estimates$,,three
persons would require 2 years to determine collectivity -

"of ‘these accounts if they could do 100 each workday, which
seems unlikelV. ' -

°

T

yd

Conclusions and recommendations | A : .
Institutions should be proé&ded with timely, accurate, &

and comprehensive information 6hcpolicies and procedures o

‘\' & -
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concerning administration of education programs, and this '
information-should be updated as changes occur. e R

We recommend, therefore, that you direct the Commissioner
of Bducation to take prompt action to provide thé necessary ~
program ghldance ‘to 1nst1tutlons participating in the NDSL
program. Until this is done, new procedures and pollc1es
could be made available to regional OE staff and to institu-
tions -through.memora and lettdrs or other means deemed p
- suitable by you.or th e \Commissioner. .

empt cdllecting NDSL accounts before writing them off.

ause this could be-a major  undertaking, priority should
ve given to developlng plans and procedures so that the
Jederal investment in the NR2L program will be adequately .
protected and collection cqsts will not be gfeater than,
amounts recovered. Consideration could be given g a sample
collection project .to determine if a program-w collection
‘effort by OE would be feasible from a cost- beneflt stand-

- ‘'point. .

) Also, we recommend that you dlrect the Comm1§51oner to
t
3%

NEED TO CONSNDER OTHER.AID '
RECEIVED BY NBSL RECIPIENTS
AND EMPHASIZE|[LOAN SERVICING

~~~ AND' COLLECTIO 'ACTIVITIES

-

Genera;ly, administration of the NDSL program is per- .

» formed by’ two separate offices of an institution--the finan-,
cial aid office and thd business* office. The finapcial.aid 7
.0ffice is responsible for determlnlng the eligibility of
prospective student® and for approving loans. Unlike most
other ‘Federal student 2id programs, the NDSL program requires
commitment and involvement on the'part of the institutions
long after students thave completed thelr studies. This is °
a result of the repa ment reguire ts of the loans. In-

« stitutions usually delegate respdgggbility for loan collec-
tion to the business office. L ) '

-

) We found little problem with institutions adhering to

- program eligibility requirements and confirming that a
documented neeé for financial 2id existed. However, at
one institution the -financial aid office did not routinely
check to see if loan aﬁbﬂlcants Were rece1v1ng eterans'

. benefits. We do’not believe that this is an isolated

. instance.

We believeée that the.failure\Lf some institutions/to

T vigorously pursue collection of NDSL accounts adversely
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affects the NDSL program's delinguency rate. QF needs to

advise ipstitutions that it is their responsibility to col~-
. lect’ on these accounts, and when ,institutibns refuse to

comply, OE should initiate appropriate remedial action.

* Pinancial aid offices nked to consider other .
aid receilved by NDSL r%tipien;s : -

2

The NDSL, College/Work-Study\,\ and Supplemental Educa-“
tiopal Opportunity-Grant programs allow financial aid .of-
ficers.some discretiog in putting together a total pack- "
age of aid for indiviBual students. For this reason, we
reviewed selected student files to determine whether NDSL
program eligibility ﬁequirements were met and whether a docu-
mented need for financial aid existed. We found few prob-
lems in these areas‘at financial aid officés. However,
at’ one institution we discover®d that loan applicants who
were receiving veterans' Benefits did not always list them . .
as a resource on their-applications for financial aid. At
| this institution, the financial aid-office did not routinely '
check with the office of veterans' affairs on campus to 4
-~~~ See if the loan applic¢ant was receiving veterans' benefits. 2
\\>This could result /in these students receiving aid in ex- ;
cess of their needs. jWe made a random checK of NDSL por= /
., rowers whose last[namps began with the letter “B" and com-
pared it to a list ofistudentb receiving veterans' bene- ,
fits; we found fopr students who in addition to their student
loans were receivingiyeterans' benefits. We found one case/
where an.individyal wis receiving veterans' benefits of * ' /
$270 a month, but did|/not indicate it on the NDSL loan ap-/
. 'plication. Instjtutjon officials agreed that this indivi-f
dual was awardedxfin ncial aid in excess of need.’

]

;
;
.

S R AT

We suggested that the firancial aid officer establish
procedures to p eve;;“this situationfrom occurring and N
- asked that 'a check E@ made to determine the extent of the !

+ _ Pproblem. Subseguengly, the financial aid officer reported
to us that five students had been."overawarded" a total
of $3,347 fo:qgcadgﬁic year 1975-76. 1Institltion offi- \
cials said that the&y initiated action to bill} these stu- ‘
dents for tne amoufjt cf excess 2ié, and a.new po¥icy was
instituted to identify aid applicants who were receiving
veterans'”bénefit;

?  Althouch we found this situation at
fon during_our’ survey, we have since

gl at sever®l other institutions which
we selected for $lr ongoing.review of cystems to determine
financial need. ;

f > .._ N . Lo /

found this probl

]
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ficials advised us 'that their program regu-
lations failed tq require institutions to recognize veterans'
benefits as’a regourc and that this would be corrected when
final regulation are 1ssued

OE program

~

Recommenda ion

We recommepd that you direct the Commissioner of ‘Educa-
tion to promptl instruct financial aigd officers, as part of ~
their responsibfility to coordinate~the various types of aid
received by st dents, to use information available on campus
regarding othef Federal funds available to students. Spéci=-

‘ fically, chreckf should be made. so that financial aid officers
will -be aware pf other Federal funds which students are re-
ceiving, such fas veterans' benefits, so that this can be con-

sidered when ‘dJetermining the financial need of students.

Need to Amoha ize loan

serv1c1ng anchollectlon

/
Tnstitu 1ons usuélly delegatiac responsibility for servic-

ing and/ collgcting loans to the business office. “.Since it .
was intenfed] that the NDSL program would be financed by
yearly [capiffal contributions and loan repayments, an insti-
tution|s pejformance in loan servicing and collecting has a
direct| impagt on the amount of funds available for lending
*and the suctess of the program in serving needy students.
We cornsiderfed the delinguency rate as ome measure of how
well insti utions serviced and collected the loans they had
awarded.

~ <

Al
. ¥ .

/ DSL rogram delinguency

’ ratey are increasing

ointed out the need to reconsider the method used
ting the dellncuency rate for the NDSL program.

rn was that OE'S metwod 4id not accurately measjre
rmance of participating institutiens in servic#ng

cting on loans.

On January 19, 1977, the Under

the

of HEW advised us that HEW agreed that the OE . »
or computing the .delinguency rate needed to be im-
and that OE woulé adopt our method with one change
recommended computation.

»

A
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Education in April 1973 noted that as of fiscal year 1970,
. almost 21 percent of the institutions participating in the
NDSL program had experienced delinguency réfézzpetween 11
and 30'percent} For-7 percent of\the institutions, delin-
. quency rates ranged from 31 to 60 pertent. The report
cited the delinguency'problem as a matter"of "serious con-
cern," persisting "* *.* primarily becalhise many institu-.
tions have not effectively implemented collection proce-
dures prescribed by OE." -

-
A ’

On the basis of this report, the Secretary of HEW sug-

' gested in spring of 1973 that action be taken by OE to
withhold or curtail éoans_at institutions having delinguency
rates .in excess of 50 percent. Plans were developed by OE
to (1) identify institutions with delinquency rates over
50 percent, (2) use this information when reviewing appli-
cations for funds from these institutions, and (3) report -
on efforts to reduce delinquency rates in ex ess of 50 per-
cent. / ¢ -~ ‘ t

According to OE officials, the first two objectives were
met .but’ the third has not been achieved because of higher

.priority work and the lack of available.staff. OE can and
has limited participation in the program by reducing the

. -amoéunt of the Federal -capital contribution when reviewing
the institutions' applications for funds. For example, in
award periods 1976-77 and 1977-78 respectively, 223 and 440 °
institutions had their capital contributions reduced to zero.
Hqwever, there are no formal procedures and the interim re-~
L) gulations do not require OE to suspend or terminate institu-
tions from participating in the NDSL program because of a
high delinguency rate, nor has- OF ever susbended or termi-
nated any institutions for this reason. ~ . .
& s ‘. .
As of June 30, 1975, 129 (4 percent) of the participa-
ting instituticns had Gelimguency rates of 50 percent or
more raccording t an OE report. Eight institutions had ,
more thah $1,000,000 ip delinquent principal. For the
period ended June 30, 1976, using OE's report on delin-
guency rates, we categorizeq the rates and compared them
.+ «with the HEW Audit ngency's earlier findings. The results
are shown in the following‘fgzzf. Although 3,167 institutions
participated during f{iscal year) 1976, at the . time of our
survey, delimnquency rate inforfiation had been processed
py OE for only 2,663.

-9
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"-+ For example, we'found that: ’
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) . Period ended " - Period ended &/f
June 30, 1970 (note a) * -June 30, 1976
Delinquency Number of . Perc¢ent . Number of . Percent
rate institutions of institutions of
{n percent reporting ’ total reEorflng ) L total .
-~ 0= 10 - 1,370 71.6 1,338 ©50.2 ra
11 - 30 392 . 20.5 804 . 30.2
31 - 6D 131 . 6.8 425 16.0
61 - 100 7, 21 1.1 96 3%
Total -~ - },91¢, ©100.0 s 21663 %100.0
- —_— : ]

a/From HEW Audit Agency report,” dated April 17, 1973, "Review

- Of the Administration of Collection Activities--Natdional Di-
rect Student Loan Program." :

* 3 ‘ . . . .

- Institutions with delinguency rates dver 10 percent’ rose
from 544 to 1,325; this was)an increase fgzm about 28 to almost
50 pertent of the institutions which repo
respectively. Institutions with delinquency rates over 60
percent rose from 21 to 96 (1.1 percent ‘to 3.6 percent}) of the
1,914 and 2,663 institutions which rgﬁbrted to OE in 1970 and

L1976, respectively.. ’ :

\X]

Loan servicing 4nd collecting
procedures not adherea to L T e - .
by institutions ) ; )

1., 7 .‘ . " N
At the institutions we visited, it was¢appareﬁf\that~
the collecting procedures prescribed by OE were noét being
" followed. At.three.of the four institutions, responsible of-.,

ficials were not familiar ‘with the pPrescribed procédures.
o £ ) _

N . , o, . \ M

<. “¢=<The 4-year public institu"pn only recently established

‘ - procedures to see that-exit {nterwiews were helgd with
students leaving school. .

.
. ¢ ’ ~

--The community college did not routinely b&lf”borroye:s
for their loan repayments.. ~— N \
\, ‘e " . ‘ ‘ N S
--Neither of the above‘inspitutions‘prg'ﬁtly initiated
" .collection actionopce an dccount sbecame delinguent.

OE loan.collection guidelines stress the.“importance of '

conducting an exit interview with eac% departipg borrower.’

s

¥ 4 . ¢ o R
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It is- often the last oppor tunity to remind the borrowers’of
their loan obllgatlons, to discuss the terms and conditions -
of their loans, and to obtain current 1nrormatlon to emable’
the school to keep in contact with them.,
LY
. At the é4-year public institution we visited, which had .
delinguency rgtes of 14 percent and 16 percent in fiscal
years 1875 adg 1876, respectively, there had been no regular
. procedure until ‘about a year dgo to see that exit interviews
were conducted. At this institution, the busines office W
8 dsed the recor¢ of the exit interview to transfer the stu-
. ”.den ‘s account fromyineschool- to olt-of-school status. The
. ailure to conduct exit interviews resulted in students hav-~
1ng in-school status 1o6ng zfter they had .left school. 1In
suck cases, the students would not be promptly billed for
repavment. We checked the first 94 students listed on the:
school's In-School Loah Journal and found that almost 20
percent of these :individyals had been out, of school for at
' least one semester, ané that in most cases, exit interviews
had not oeer conduc:ed,

~ .

. At the gommunity coilege, we fauné <hat no systematic
procedure existeé for nilling porrowers, as prescribed by -
Of. Rfter :he students were out of school for some time,
. .~ they were each .sent & copv of a repayment schedule. Such
| a schedule SdOhlé nermally be provided at the time of the
‘ exit interview. Tne institution ¢id not require any ac-
knowledcement cf tne schedule\from the borrower.

. . When & scheduled vayment ‘'was missed, a series of form
letters were cdrspetched at 10 tc 14 day 1nterval§ These
letters were nct sent by certifieg or realsteréo mail{ ang
no attempt was made to verifv borrowers addresses. In

_some students' fcliders, we found 7ét ers returned as not
del:verat.e. Tne Iormrlgtter specified. neitaer the amount
ncr the cue cdaze ci =ne rm.csed pavment. .

] -

FL‘ We Co nct npelieve that the—*;l‘1ng Joeratlon pravided ,
maximur efficiency i servfc1nc and collecting loans. This
instituticr repcreed dglincuewcv rates of 62 and 68 percent .

.fer fiscel vears 1973 znd 1976, respectively.

hcecordéing to OE procedures, an account. is to be con-
sidered-delinguent 4 months after the due date, and if col-:
lection action has not already been initiated, then it should
beg;n It is generallv agreed that the .ldnger an,account
is delinguent, the smal re;:‘ne chance is for tltlﬁate collec-
tion. . -0
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Also, at th1= communlty college, we examlned several
accountg whlch.wepe belng turned over to a collection aagency.
These “accounts avereged 13.9 months ovetdues.ranging from
§ to 32 months, We looked at 49 accoumks wﬁﬁph had, as of
April <1976, beéa with a private collection agency an average
of 17.9 months. ,%On the.average, these accdunts were 11.5
months overdue when they were turned over for collection.
Of the total $18,454.47 prlnC1pal outstandipg on these ac-
counts, the collection agency had rollected $854.53. The
agency returned 14 accounts to the 1pst1tutlon as uncollec-
tible. 1In our _opinion, the lack of systematic billing and )
c@llecting procedures was a contributing fdctor to this
institution's hlgh delinguency rate.

t the 4- -year public institution which ha?8 a delin-
cuenc@ rate of 16 'percent ‘in fiscal year 1976, officials
said that prior to 1974, they had’'done little to collegt
on delinguent accounts. In the spring of 1974'a State col-
lection unit was established and the institution was re-
quired to turn zll delinguent 'saccounts over to this unit.
At the time of our visit, the institution had transferred
about 1,100 accounts; however, it still had over 1,300,

.delinguent accounts 1n its books. & 1975 study by the

dnstitution noted a large backlog of delinguent accounts .
and recommended that temporary steff be assigned to alle-.
viate the problem. 1In our éiscussion with the business
officer, he sazid that collection ‘o delinguent NDSL ac-
counts did not have a high priority in his overall opera-
tion. He did not consider the hiring of temporary staff
to be a feasible solution. :

, ¥

OFE officials said that all these examples of inade-
guate loan servicing were violations of the regwirements
now set forth in the interim reculztions. They said that
failure to comply with the requlrements‘could_be groungs
for termination from the procrar, :>.t that prior to the
regulations, adoption of 'sucn or rec was sucgested
to participating institutions b , dut these were merely
suggestlons which lacked the forge of law.

w? V. -
.« ~ Conclusions and recommenciaticrs 4 . ..
: ¢

We recognize that the delincue: C§,p'oolem is a Giffi-
cult one, however, 1morovemen.s in tne performance of CE
and. lending institutions can 51cn:f-c=ntly feduce the dg//J
linguency rdte. The number of i1nstitutions experiencing

problems with NDSL borrdwers bgcoring delinguent on their”
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" not being-followed. For example, exit interviews were not

NEED TO EFFECTIVELY MONITOR
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accounts is increasing. It was apparent at the institutions
we visited that &ollection procedures prescrlbed by OE were

held with .borrowers leaving school; borrowers weré not rou-
tinely billed for loan repayments; and prompt collection ac-
tlongl/gre not initiated on dellnquent accounts.

We recommend that you direct the Comm1s51onet of Educa-
t@on to 1nstruct those institutions whjch have high or in-
crea51ng dellnquency rates to follow ptescrlbed,collectlon
procedyres, especially those noted above, and to assist
.those gpstitutions needing help in complying with procedures.
We fur ’r , recommend that you direct the Commissioner of
Educatldn to conduct 1nvestlgat10ns at institutions which
persistently show high ‘deliriquency rates to determine if
they have been complying with OE procedures. -Those in-
stitutions which refuse to cooperaté should be suspended
or terminated from‘;he program.

. ] -

PARTICIPATING INSTITUTIONS‘ B

.
’

|

N

The methods used to monitor the performance of insti-
tutions partlclpatlng in *the NDSE program have been:,

\
~-Review of flscal operations reports and evaluation
of applications which institutions 'submit to OE.

&

--Instfizﬁdonal program reviews by the 10 OE regional
+ offic .

~-pudits’ of the institutions' NDSL funds.

OE has not checked on®the accuracy, of information ¢
submitted by institutions. We found several instances of !
inconsistent infcrmation being ‘reported to OE by institu-
tions. Also, we guestion whether OE regional offiee per-

<

* sonnel responsible for onsite reviews of the three: ‘campus-

based aid programs will be able to conduct program reviews
‘as.recommended in an OE report on reducing program &abuse.
Ir-addition, there have not been adequate followyps on = =
audits of institutions participating in the NDSL program,

and conseaguently backlogs have developed. "OE officials:

consisterntly p01nted to & lack of staff as the reason for.
these problems. - - ' ‘

-
-

- &

-
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"tabulated as of March 1977. . -t
!

.that the figure may not exceed 3 p
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Need to imprové fiscal operations reports'

L]

Each year institutions participating in the NDSL pro-k'
gram must submit a fiscal operations report to OE. The )
report contains information on (1) the financial status of . ‘
the NDSL funds, (2) the record of bhorrower repayments, can-
cellations, and-dilinquencies, and (3) collection &activi-
ties. The application due date follows, the deadline for
submission of fis¢al operations reports by about 2 months. !
Program officials told us that roughly 10 ‘percent of the |
institutions \do not submit the fiscal operations reports
on time, but that only about 2 to 3 percent fail to sub-
mit them by the application due date.

OE's processing of fiscal operations reports is com-

‘Plicated and time consuming. After the data is keypunched,

it is checked for internal -consistency. Finkl e%iting ang
tabulation of fiscal operations data can take from 2 to 3
years. Data for fiscal years 1974 and 1975 was still being‘}’

.

' OE also does not check the accuracy of the information
that is reported. For example, institutions are allowed to ¢
claim an allowance for administrative expénses not exceeding
3 percent of the total amount of funds advanced to sthdents
during the year. If they enter an amount in excess of 3 per-
cent, the report is returned with ghe error message stating

) rcent of the total funds
advanced. The institution may then change the administra-
tive expense claim to an acceptable figure. .OE dces not
verify-whether the revised figure is correct or merely one

. >

which satisfies the 3-percent criteria.

~ e

rn,SEL visits to.institGtions, we found several cases

,where the information reported oh the fiscal operations

report did not reflect the informetion in the NDSL accounts
at the institution. Using the accounts and working with
institution officials, we could not reconcile the infor-
mation on the fiscal operations reports to the institutions'
records. At one institutiom a newly app&inted busine€se , \
officer could not tell .us ‘how a particular. section of the
report hadé been completed for the previous year. Since
the institution's, automzted system 3id not furnish this
data, he could not tell us how this section of the report
would be prepared for the following year..:

Because of the lengthy delays and ihe absence of veri-
figation, we guestion the effectiveness of these fiscal

P
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-operati'ons ‘reports~as a source of information for use in
monitoring: and,evaluating an institution's performance. -
. ) - ‘ « - . -

OE officials said tkMat reconciliation of data reported
on the fiscal operations report and an -institution's records
is an mudit functior to be performed when the institution's ‘
NDSL funds+are audited. They cited the interim regulations, ~
which reguire all artiéipating institutions to have their | °
programs audited no liéss -than every 2 years. However, we - :
found that ‘there has not been adeguate £ollowups on audit"
. exceptions in the past, and this n¥w requirement in the
e regulations can resultin-further backlogs in resolving
* % guch exceptions uynless -changes are made. (See'p. 16.)
) ] (‘C?)‘ . .
. Need to conduct onsite program reviews

0y

. Another way to assist and monitor am institution's
admini'stration of the NDSL program is throuygh o ite re-~
views. Program staff at the OE Tegional offic€s are re- ~
-spons}ple for suych rgviews for all three campus-based aid .
programs, In addition, the pégions are responsible for
processing the institution's'annual application for funds

“ and for g%oviding day-to-day technical assistance. The
regional staffs report to the regional directors of HEW; ¢

' OE ¥eadquarters has little control over the activitjes
of the regions and pprovides little guidance on procedures

. to be .followed in honitoring institutions. For example,

.OE headguarters has -not provided redions with a $tandard -
program review guide to be used dyring onsite yigits, and,
therefore,. the regions .opérate autonomously -when conhduct-
ing program reviews. -

N @

" During fiscal year 1976, more than 3,000 institutions
participated 'in the NDSL program. Forty-five OE’'staff
members.were assigned to the 10 regions to monitor thet three

) campus-based programs. In its February 1976 report on pro-—
W gram integrity to the Senate and House Appropriations Com-
_ mittees, OE noted that due to the lack of regional staff .
. for monitoring institytions, one region had experimented
J with contracting for ohsite program reviews.' At one. of
" . the regions we visited, we found the same practice-occurring.
At third region, contract empldyees were used, although
regichal officials said that they were not for routine moni-
toring of institutions. We asked.OE program officials and
E's regional liaison officer about the extent and cost'of
contracting for such services, but they were unable to pro-
vide us with slch data. -
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According to OE's office of" grant and Procurement man-
agement, contract employees should not be useéd for technical :

monitoring since this is a function)jof the Federal Govern-
- ment; not to be delegated putside of OE.
. ¢ 1 ’
»An OE Teport on reducing program abuse recommended that
institutions receive program reéviews at least pnce every
3 years. The report noted that in order to accomplish this,
additional staff would be required and each program officer.
wopdd-hrave to perform. a minimum .of 25 reviews each year.
- Based on our work at the three regions we visited, we ques-
' tion whether OE will be ablé to achieve this objeétive,  The
- three regions were responsible for almost half of the in-=
stitutions participating in the NDSL program*for fiscal
year 1976. On the‘average, there was one,program .officer *
for every. 102 inétitutions, and program officers’ averaged
‘14 program reviews a year. At one of the regions, the pro- .
gram officers averaged nine reviews. _ ® ,
_ 'The OE report cited above contained a draft of a stand- | -
ard program review checklist to be sed by all of the regions..
It also included a proposed management agreement whereby the
Regional Commissioner ang Deputy Commissioner for Ppstsecond-
ary Education would agreé;to performing an establisged number  _
of program’ reviews each’ year to see that each institution
received a review at least once every 3tyears. This proposal
and 'the standard checklist have not yet been adopted. Pro-
gramsofficials said that these matters were still ‘under con-

sideration. - o .

. R RN | » )

Need to resolve audit exceptions * ‘

Unt}l'%he interim regulations were published in Novem- ‘.
ber 1976, there were no requirements for institutions to
have their NDSL accounts audited. With the new regulations,
an audit must be performed at least biennially. 1In the
early days of the program, some audits were done by the HEW
Audit Agency. In fiscal year 1967 the HEW Audit Agency be- .
gan accepting.audits by private accounting firms, = Since '
ther, most. of the audits of NDSL funds have bee done by Lo
‘Private firms, and the HEW Audit Agency does fewer than
5 percent of the audits. . | _ _

. Audits by private accounting firms are reviewed by the fﬁﬁ
HEW Audit Agency‘and then .by the NDSL progren staff. Before P
the audits are closed, program staff membe{g work with institu-
tions to resolve significant deficiencies. ! This may regquire

ot \ . -
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a considerable amount of time on the part of program offi-~
i cials and institutions. .

; In fisca] year 1976, 1,010 audits Of the NDSL program
" ¢ were performed. Staffing limitations have curtailed ade-
o quate followups on the audits, and constquently backlogs
have developed. Now that the program régulations requ@re
audits every other year, it can be expected that the back-
logs in following up audit ‘exceptions'will increase, unless
" procedural changes are made or iore staff is assigned to -
the resolution of audits.. S _ L

,

Lack of program staff g .

.

" fThere have been differences between the Administration
and the Congress over continuing the NDSL program. OE pro-
gram officialg pointed to @ lack” of staff as the main rea-
son that more gttention had not been devoted to resolving
problems in the administration of the NDSL program. OE has
advised the Congress that from fiscal years 1970 to 1976,
the combined OE headguarters and regional staff assigned
to the campus-based programs increased by 6 percent. K Dur-
ing the same period the number'%f participating institu-

“ tions increased by 77 percent, and the amount of newly
awarded Federal funds increased by 95 percent. ~

Phe fiscal yea?~1977 budget Aproved an additiona

70 positions for the three ‘campus-Based. programs, 24 of,
which were to be for the NDSL program. OE believes thabt..
if these positions are filled, it would significantly con-
tribute to the. detection, prevention, and control of the
problems noted in“our review. )

Conclusions and recommendations

We recommend that vou direct the Commissiome} of .
Education to modify the processing of fiscal opergtrions
reports to ainw for more timely tabulation of the\data.
furnished by institutions. Also, OE should periodically
test the ascuracy of informatior on the fiscal opérations
reports to see whether it agrees with institytiong' rec-
ords. This could be done,on a sample basis. :

We also recommend that you direct the Commissioner

to develop guidelines on cgnducting onsite reviews of the
{ NDSL program for the use of regional staffs, and establish
-ooa systeh for periodic program reviews of all participating

+
-,
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institutions. The gractlce of contracting for program re~
views in place of "OE staff reviews should be stopped.
[ IS ot
e . If the NDSL prog;am is to contlnue, we belleve that theﬂ-
.shortcomings recdgnized by OE and the problems we have noted T
~will not change unless necessary resources are applied %o
— monitor thecaomlnlstratlon of the NDSL program and to pro- )
.vide technlcal asszstince to participating institutions.
- - - A . T,
As you know, sectlon 236 of the Legislative. Reorganiza-
tion Act of 1970 requires the head of a Federal -agency to -
submit a written statement on actions taken on our recom- ! .
mendations to the'House Committee on Government Opegﬁtlons
and the Senate Committee on Governmental Affairs not)later -
than 60 days after the’ date of the report and to tidprouse

<.

and Senate Committees.on Appropriations with the agepty's .
first reguest for appropriations made more than 60, days ’ /
after the:date of the report. .

We are sending- coples of ‘this letter to the Senate Com—§<“
mittee on Governmental Affairs; the House Committee on Gov=
ernment Operations; the Senate Committee on Human Resources; X
the House Committee on EdGucation and Labor; the House Commit- .
tee on Appropriations; and the Subcommittee on‘Labor and :
Health, Education and Welfare, Senate Committee on Approprxa-
tions. Copies are being sent to the Director, Office of
Management and Budget; the Assistant Secretary for Education;
the Assistant Secretary, Management and Bucget- and the Com-

missioner of Education. .

We anprec1ate the cooperatlon and a551stancé glven our’
staff during the work,

L d

. ) C Sincerely yours,
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Program Requires More Attention
By The. Office Of Education

And Partlcrpatlng Instltutrons

Offrce of. Educatron

Department of Health, Educdtron and Weffare, \

GAO reviewed the admmrstratlon of the
| Direct Student Loap program by Ihe

- O ice of Education and* partrmpatmg insti-

tutions and found problems in the areas' of
loan servicing and collection. The Office of
Edmcation needs to provide technigal -assis-
tance to participating institutions and moni-
tor their performance. Appropriations for the
program are over $300 million annually, and
the combined net worth of National Direct
Student Loan funds at participating institu-
tions totals over $3 billion. Delinquency rates
have coritinued to increase, thereby diminish-
ingfioan fund vailable to needy students.
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UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON, D.C. 20548
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. < The Honorabbe -
The Secretary ‘of HBealth,
Educathn, and Welfdre

A

Dear Mr. Seoretary:

Because of continuing congressional interest in Federal .
student financial aid programs, we surveyed the National Di-

. rect Student Lvan (NDSL) program administered by the Office
e of Education (OE). ¢ The program was estab§1shed under title.
., s II of the.National Defens Education Act of 1958, as .amended,

&7 .- and the Educatlon Amendments of- 1972 1ncorporated this title

RN into part-E, title IV of the Higher Education Act of 1965,

' as amended. In 1972 the name of the program was changed from
. ‘- the Natjonal.Defense-Student Loan program to the Natlonal D1- T e
T " rect Student Loan program. ) \ -

» ? b » .
3 * The program provides for the establlshment ‘of loan\f%nds
.at postsecondary educational institutjons, so they can-make
" long~-térm, low-interest loans to gualified ‘students who need
financial assistance to pursue” a course of study on-.at-least °
\§a half-time basis. Federal funds are generally provided each
?ear to part1c1pat1ng institutions. The Federal share under -
the program is 90 percent with .the institutions supplying tﬁe
remalnlng 10 percent., The institutions are responslble for ,
-  making andfcollectlng ‘the loans. / . ¢
The NDSL program is one of three OE student financial
© aid programs for which financial aid officers at the insti~-
* ' tutions determine eligibility and the ,amount of aid. The
others are the College Work-Study and ‘the Supplemental Edu-
, ‘latlonal Opportunity Grant programs, both of which are au-
- - thorlzed by- the 'Higher Education Act of 1965, as amended.

+ - The three programg are usua%ly referred to as campus-based . e
student aid programs. An institution may choose :to partici-
pate in any comblnatlon of individual programs or all three
programs. ! L

— 1
A\ Appropr ieps. for the KDSL program for flscal year
1976 were $332 milliBn, $321 million of which was for new
Federal .capital contributions, and the remalnder ‘was for'

< . ]
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loan cancellations and institutional loans: Since the pro-
gram began), the’ net cumulative Federal capital contribution
totals over $3.2 Billion, Loah collections by. institutions

weFe about $215 million in fiscal year 1946.

Our survey was conducted at OE headquarters in-Washing-
ton, D.C.; &t the offices of the ‘Regional Commissioners for.

. Education-in regions III (PhHiladelphia), V (Chicago’, and

IX ¢San-Francisco); and at four postsecondary educational : '
ingtitutions--a public university and a '‘community .college in - ]
Maryland, and a proprietary school and an institution offering ‘

_specialized training .for handicagped students in Washington,

D.C. At khe institutions visited we discussed their programs,
reviewed procedures for adhering to published guidelines &nd
regulations, and examlned the ‘files of selected NDSL bor-
rowers, T -

We noted problems in the administration of the yDSL pro-
gram by OE and the institutions we v1s1ted These problems ‘
concérned the need to )
. ’ v
--provide program guldance at 1nst1tutlons so they can ,
promptly and effectlvely implement establlshed requlre-
ments and changes in the program, .

--establish procedures to determine other Federal aid
-received by NDSL recipients,

e

--emphaslze to schools the1r responsibility -for collect-
ing on loans to reduce delinquency, rates,

--provide technlcal assistance to part1c1pating“institu-%
tions and periodically review their- administration of
the program, and .

“ --improve the efficiency of reporting reoulrements and - .
tabulatlng program data. . ¥ : »
we recognlze that our findings'are based on results of
visits to a limited number of institutions; however, we do ‘
not believe tha¢ the problems we found are unigue to only e
Department of Health, Educatlon, and Welfaré (HEW) re%lons o
.and the institutions included in our survey. Many of ‘our .
flndlngs have:also been neted py others who have rev1ewed ' E ]
varrd/s -aspects of the NDSL program. s U . - . \ ‘

" o
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NEED FOR PROGRAM GUIDANCE AT INSTITUTIONS ° ;

Because OE has not provided adeguate program guidance
for institutions participating in'the NDSL program, th&se
participating in the program for the first time.have been
.dnclear regardlng requirements, and previously participat=
gpg institutions have npt implemented changes brought about
by new leglslatlon. The most current NDSL program manual ‘
was published in 1967 and is out-of-print, amd the Federal
program regulations in effect when we started our survey
were not current..

In addition to the probleéms-created for institutions
trying to establish NDSL programs, lack of up-to-date pro-
gram guidance can create problems for institutions with
estiablished NDSL programs. For example, institutions that
‘havie part1c1pated in the program for several years ‘have
loap accounts in their books which they considered uncol-

A4

. lectible even though the' Education Amendments of 1972. allow

them to assign such accounts to OE. Although this may have’
jeopardized ultimate collection of these accounts, we belieye
tpat OE should first attempt it before writing them off as

) uncdllectlble. ’

?

| b o~
?rogram manual B S ©

" In at least one reglon, copies of an.NDSL program manual -
were not available to give to schools enterlng the program
for the first time. Due to numerous. changes in the law since
1967 (when tHe latest manual was publishéd), an‘updatéa manual

is needed;> espec1ally for new schools part1c1pat1ng in the
program. . )

LY
&

~ OE program officials said that the Education Amendments
of 1972 mandhted that all essential program reguirements be
published &s regulations. These officials distinguished be-
tween such regulations and manuals--such as the 1967 manual
which. contains helpful hints on ‘program operations. They
also told us that various nongovernmental organizations pub-
_lish manuals, and that OE has distributed a fiscal and ‘
accountlng manual to institutions. They have reviewed a col-
lections manual under preparat}on by one of these nongovern—
mental organlzatlons and, have contracted for the preparatlon
of a training- -manual’ by another such organization. However,’
these manuals were not avallable to institutions participat-

* ing in the NDSL proq;am as of April 1977. - .
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‘ We believe that OE needs to se¢ that the manuals and . /

. regulations discusseqd, above ‘will prov1de the necessary guid- |\

ance for 1nst1tutlons that participate jin the NDSL program. |

If OE program off1c1als believe that the manuals and regu-

.' - lations are sufficient, then a procedure should be estabr
lished ™o promptly update <them as changes occur.

Program reghlatlons v S -

The Education Amendments of 1972 (P.L. B82-318, enactkd
June 23, 1972) require the Commissioner of Education .to study
.« ,® all rules and regulations pertaining to OE programs, to re-
> port the results of this study within 1 year to the appro-
priate legislative committees of the Congress, and w1th1n 60
days after submission of the report, to publish all rules
and regulatlons in the Federzal Reglster :
In-October 1975, OE published a Notice of Proposed Rule-
‘making in the Federal. Register, soliciting comments and recom-
mendations, and providing for public hearings on proposed
regulations for the NDSL program. In November 1876, interim
regulations were publlshed OE officials attributed the
lengthy delay in revising the program regulatlons to internal " )
.« clearance- procedures and lack of staff. ‘

et -

‘ W1thout an updateo procedures manual and revised program.
regulations, institutions cannot administer the NDSL.program .
without problems. For example, the Education Amendments of ’
1972 provide that institutions may assign to OE those NDSL
accounts which-had been "* * * in’default for at least 2 years .
desplte due diligence on the.part of the institution in mak-
ing collectlon *'* % " Por over 4 years this provision was
not 1mp emented by regulatlon, and because the term "in de-
fault” d nop been defined,” institutions had not assigned
defaulted accounts to OE. ‘ /-(

‘. L ‘.

a ‘ The interim regulagéons published in November 1976 pro-
vide for assigning accouhts to OE; hpowever, the delay has-
capsed schools to keep In .their books accounts which they
\con51der uncollectlble Two institutions we.visited main=
/ ‘tained an "1nact1ve" group of loans for which they no longer
. attempted collection. We believe the delay in assigning
‘ uncollectible accounts to .OE has decreased the likelihood
of qollectxng these lo\ns.

- a‘ )
) "OE program ‘0fficjals said that if-institutions report
that-they haye followed OB's procedures for billing and Pe

- -
.- . Ce e .l ¥
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collebtlggﬁon accounts by décumentlng that. borrowers cannot,

be located despite thoroughichecks or that they lack the
ablllty to pay, then OE will probably write“off these loans
and attemft no further collectivon. However, - -it does not
appear thdt OE has the resources to routinely check on the
reliability of information reported by institutions, and

we fou?d that 1nst1tuﬁlons were hot adhering to OE's recom-
mended ' billing and collectlng procedures (see p. 10). Based
on our visits at 1nst1tutlons and the results obtained: by

OE under the Guaranteed Student Loan "(GSL): program when it
pursued lenders ‘in default (see below ), we believe that

it would not be in the bDest interest of the Federal Govern- .
ment to write Off these NDSL accounts without first- attempt- '
Ang, on at least a sample basis, further collection efforts

to see if it is warranted from a cost-benefit standpoint.

. .
'\

<

\

* ‘The GSL program provides for Feder l collection efforts

gfter an account has been purchased from a lender because T

of default. During fiscal year 1976, OE employed over 100

collectors at its 10 regions to recover money from student

borrowers who defaulted. 1In addition, lans to contract

with private agencies for the collectlon of ,defaulted GSL

loans. GSL program officials ‘have had some success in pur—

.suing borrowers.after lenders have failed to collect. Of"

, more than $280 million paid to lenders for defaulted loans,

" OF has collected about $25 mllllon. N '
-

) A procedure similar to that used in the GSL program

mig ~be, applied to-defaulted ‘NDSL accounts to determine .

their ultimate collectivity. A gkeat deal of work will-:be

involved "once schools begin assigning defaulted NDSL .ac-

counts to OE. An OFE official estimated that initially the P

number of such accounts could be as high as 150,000. Pro- ,

.cedures had not been developed nor had staff been assigned

for handling these accounts at the time of qur fieldwork.

OE officials said that procedures are being developed and

that they plan to recruit threg;people for. this job.

%

We .do: not belleve that these procedures will be suffi- ° .
cient o avoid delays and backlogs in the processing of
such accounts. For example, using OE' s -estimates, three
persons would regquire 2 years to determine collectivity

+. of these accounts if they could do 100 each ‘workday, wthh

seems unlikely.

. Conclusions and\recommendatioﬁs

Institutions should be\;QOW1oed ‘'with timely, accurate,
and comprehenslve 1nformat10n on p011CLes and procedures

L

.
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concerning administration of education programs, and this
information should be updated as changes occur.

_ We- recommend, therefore, that you direct the Commissioner
of Education to take prompt action to provide the necessary
program guidance to institutions participating in the NDSL
program. Until this is done, nhew procedures and policies
could be made available to regional OE staff and to institu-
tions through memoranda and letters or other means deemed
suitable by you or the Commissioner. _ . ‘ .
Elso, we recommend that you direct the 8bmmi'sioner to
‘attempt collecting NDSL accounts before writing them off.
Because this could be a major undertaking, priority should
be given to developihg plans and procedures so that the
Federal investment in the NDSL program will be adequately
protected and collection costs will not be greater than
amounts recovered. Consideration could be given to a sample ’
collection project to determine if a program-wide collection
effort by OE would be. feesible from a.cost-benefit stand-
point. ] ' ~ ,

NEED TO CONSIDER OTHER AID
RECEIVED BY NDSL RECIPRIENTS R
AND EMPHASIZE LOAN SERVICING
AND COLLECTION ACTIVITIES

Generally, administration of the NDSL program is per-
formed by two sepaIgﬁe offices of an institution--the finan-
cial aid office and the business office. The finandial aid.
office is responsible ‘for determining the eligibility of "
prospective stutients'and for approving loans. Unlike most
other Federal student aid programs, the NDSL program regquires
commitment and involvement on thg~part.of the institutions

‘ ~long after students have completed their studies. This is

.a result of the repayment requirements of the loans. Ins»
“stitutions usually delegate responais}lity for ?oan collec- \
~.tion to the business office. ‘

F

We found little problem with institutions-adhering to

" program eligibility requirements and confirming that a

documented need for financial a2id existed. _However, at

" one institution the financial aid office did not routinely

check to see if loan applicaﬁzs were receiving veterans'
benefits. We do not bel%gve that this is an isolated
ingtance. ' ' ‘ '

. We believe that the failure of some institutions to__ -
vigorously pursue collection of NDSL accounts adversely

)
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‘affects-the NDSL program s cellnquency rate. OE needs to

advise institutions that it 'is their responsibility to col-
« lect on theseaccounts, and when 1nst1tutlons refuse to

comply, OE éhOUld initiate appropriate remedlal actlon.

3

F1nanc1al aid offlces qked to consider other
aid receilved by NDSL rétlplents,

The NDSL, Colleg /Work -Study, and Supplemental Educa-
tional ngortunlty Grant programs allow financial aid af--
ficers some:discretiog in putting together a total pack- .
age of aid for indivi#ual students. For this reason, we
reviewed selected student files to determine whether NDSL
5 ' program eligibility #ecu1rements were met and whether a docu-

' mented need for financial aid existed. We found few prob-
lems in these areas’/at financial aid offices. However,. S
* at one institution we discovered that loan applicapts who
were receiving veterans' benefits did not always Yist them
as a resource on their-applications for finamcial aid. At
‘this institution, the-financial aid office did rot routlnely /
check with the office of veterans' affairs on campus to /
see if the loan appllcant was receiving veterans' benéfits. /
+This could result 1n thgse students receiving aid in ex-
cess of their nee s. jWe ‘made .2 random check of NDSL bor-
rowers whose last na s began with,the letter "B" apd com-
-pared it to a list ofi/students rece'v1ng.veterans' bene-
fits; we found fopr students who in ‘addition to ‘their studedi '
loans were recelv'ng;”eterans' benefits. We found one case/
where- an individyal wis receiving veterans' benefits of /
$270 a month, but did|/not indicate it.on the NDSL loan ap-
n officials agreed that this indivi-
ncial a1d 1n excess of need.

plication.  Inst tut'

dual was awarded{fln
4 )( l ;—
We suggested that the f1nanc1al aid officer establish!

procedures to prevent this .situation from occurring and -

- asked that a chgck é made to Getermine the extent of the

problem. Subseguent ly, the financial aid officer reported’

to us tHat five students had peen "overawarded" a total

of §3,347 *or.ﬁcad Flc 'year 1975 76. Institution offi-" \

cials said that th@y initiated action to bill these stu- \

dents for the amo 3t of excess;aié) a2nd” a new pollcy was

‘instituted to ider .1fy aid anollcants who were’ ' receiving

veterans' beneflt,u (Althouch we found this.situation .at

only.- one 1nstatut ton dliring. ou: survey, we have since h

foung this problgd at several other 1nst1tutlons which

we selected for‘ﬁ r ongoing reyiew. qf systems to determine

financial need. . T ' , .

[}
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OE .program ficials advised us that their p?ogram regu-‘
lations\ieiled td require institutions to retognize veterans®
benefits as a regyource, .and that this would be corrected when
final regulationf are 1ssued

<

r

Recommendatfion

We recommepd that you direct the Commissioner of Educa-
tion to promptl}y instruct financial aid officers, as part of
their responsibfility to '‘coordinate the various types of aid "
received by stiydents, to use information available-on campus
regarding othej Federal funds available to students. Speci-
fically, checkp should be made so that financial aid officers
will be aware Ppf other Federal funds which students are re-
ceiving, such fas veterans' benefits, so that this can be con-
~sidered when dJetermining the financial need of students.

\

Need to0 emphagize loan
servicing angf collection

Instltu ions usually delegate respon51b111ty for servic-
ing and/ cgllgcting laans to the business office. Since it
was in ged that the NDSL program would be financed .by
yearly cap1 al contributions and loan repayments, an insti-
tution]s pefformance in loan servicing and collecting has. a
direct|/ impag¢t on the amount of funds available for lending
and .the sucfess of the program in serving needy students.

We considered the delinguency rate as one measure of how
well jnstifutions serviced and collected the loans they had
award d.

DSL program delinauency
rated are 1ncrea51ng

etter to the Secretary of HEW dated November 5, :
ointed out the need to reconsider the method used
.ing the delinquency rate for the NDSL program.

rn was that OE's method did not accurately measure

and colljecting on loans. On January 19, 1977, the Under
Se¢retagy of HEW advised us that HEW agreed that the OE
method for computing the delinguency frate needed to be im-
and that OE would adopt our method with one change °

[3

°
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. Education in April :1973 noted that as of fiscal year 1970,

almost 21 percent of the institutions participating in the
NDSL program had experienced delinguency rates between 11
and 30 percent. For. 7 percent of the institutijons, delin-
guency rates ranged from 31 to 60 percent. The. report
cited the delinquency problem as a matter of "serious con-
dern," persisting "* * * primarily because many’ institu-
tions have not effectively  implemented colleétion proce~-
dures prescribed by OE."
- y

On the bas1s of this report, the Secretary of HEW sug- .
gested in spring 0{\%312 that action be taken by OE to
withhold or curtail s at institutions having delinguency
rates In excess of 50 percent. A Plans were developed by OE
to (1) identify institutions with delinquency rates over
50 percent, (2) use this information when reviewing appli-
cations for funds from ‘these institutions, and (3) report
on efforts to reduce delinguency’ rates in excess of 50 per~
cent.

According to OE officials, the first two objectives were
met but the third has not been achieved because of higher
priority work and the lack of available staff. _OE can and
has limited participation in the program by reduc1ng the
amount of the Federal capital contribution when rev1ewing
the. institutions' applications for funds. For example, in
award periods 1976-77 and 1977-78 respectively, 223 and 440
institutions had their capital contributions reduced to zefo.
However, there are no formal procedures and the interim re- .
gulations do not reguire OE to suspend or teérminate institu-
tions from participating in the NDSL program-because of a
high delinquency rate, nor has OE ever suspended or termi-
nated any institutions for this reason.

As of June 30, 1975, 129 (4 percent) of the participa
ting instituticns had delinguency rates of 50 pertent or
more according t an OE report. Eight .institutions had
period ended June 30, 1976, using OE's report on delin- ’
guency rates, we cetegorized the rates and compared them

-.with the HEW Audit agency's earljer findings. The results

are shown in the io'lowing table. Although 3,167 institutions

participated during fiscal yeldr 1976, at the time of our ’
survey, delinguency rate information had been processed
ipy OE for only 2,663. :

+
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Period ended Period ended
> _— . June 30, 1970 (note a) June 30, 1976
Delinquency Number of - Percent Number of Percent
rate institutions of - institutions ‘of

in percent reporting total reporting . total

0- 10  * 1,370 ‘ 71.6 1,338 50,2

11 = 30 ' 392 - 20.5 804 : 30.2

37 - %60 . 131 6.8 425 16.0

61 - 100 ) 21 1.1 96 3.6

. - : — I —— i
SR . Total “1,914 100.0 2;663 100.0

,a/From HEW Audit Agenq& report, dated April 17, 1973, "Review
of the Administration of Collection Activities--National Di-
rect Student Loan Program." ‘

Institutions*with delinquency rates over 10 percent rose
from 544 to 1,325; this was an increase .from about 28 to ‘almost -
50 percent of the institutions which reported in-1970 and 1976,
respectively. Institutions with delinguency rates ovér. 60 '
percent rose from 21 to 96- (1.1 'percent to 3.6 percent) of the
1,914 and 2,663 institutions which reported to OE in 1970 ‘and.
1976, respectively. > . ;

‘Loan servicing and collecting
procedures not adhered to, ) .
by institutions R g N
by institution .ot ' . —~.

‘ At the institutions we visited, it was apparent that '
the collecting procedures prescribed by OE ‘were not beirng

‘»followed. At three of the four institutions, responsible of-

ficials were not familiar with the prescribed procedures.

For example, ‘we found that: ) -

.

-=The 4-year public inétitution Onlyﬁrecently.estgblished
. procedures to see that exit interviews were held with:
students leaving 8chool. . ‘

* =-The community college did- not routiqel} bill borrowers
for their'loan repayments. >

-=-Neither of the above fnstitutions’promptl ,inifiated "
collection action once an account became ?'hinquent.

. . &
OE loah gollection guidelines stress the: importance of
conducting an exit\}nterview with'each'deperting borrower. -

« ke
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JIt is often the last~oppo unlty to rerind the borrowers of
their loan obllgatlons, to discuss the terms and conditions

of their 1oans, and to obtain current 1nformatlon to enable ot ®
‘the school to keep in contact with them:
v A

‘At the 4-year public institution we. visited, which had
delinguency rates of 14 - percent and 16 percent in fiscal

years 1975 and 1976, respectlvely, there had been no regular -
procedure until about a year ago to see that exit interviews
\were qgnoucted At this ingtitution, the business office : . .-

‘ised the record of’rhe exit interview to. transfer the stu-

. dent's account from in-school-to out-of-schooj status. The

failure to conduct exit interviews resulted in gtudents hav-

ing in-school status long after they had left school. 1In

sich cases, the students wotld not be promptly billed for
repayment. We checked the first 94 Students {isted on the
school's.In-School Léan Journal and found that almost 20

percent of these individuals had been out of school for at L
" least one semester, and that in most .cases, exit interviews
had not been conducted. - '

. At the community college, we ‘found that no systematlc

procedure existed for billing borrowers,-as prescribed by -

' OE. After the students were out of school for some time, .
they were each, sent. a copv of a repayment schedule. Such

‘a schedule- shoulo normally be provuded at the time of the.

exit 'interview. The institution dié not requ1re any ac- '
knowledoement of "the schedule from the borrower.
> LR i 1

1 When a scheouleo payment was mlssed, a series of &orm
' letters were dispatched at 10 to 14 day interval®. These
letters were not sent by certified or registered mail, and
no attempt was made to. verify borrowers' addresses. In "’
some students' folde s, wWe found letters returned as not'
de11vcrable. The form letter spec1r1ed neitner the"amount

mor the dGue dat e of he misséd payment. -

We do not believe that the billing ooeratlon ‘pravided '
max1mum efficiency in servicing and collecting. loans. This Lo

1nst1tdtlon reported dellnouency rates of 62 and 68 percent
for fiscal’ years 1973 and 1076, respectlvely

Accordlno to OE procedures, an account is to be con-

.- sider&d delinquent 4 months after the due date, and if col~

lection action has not alreaoy been initiated, then it should
-begln. It is generally. ag:eedvchat the longer an, account’

is aelinqdent, the -smaller ‘the - chance is for ultl ate collec-
tlono * N
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Also, ‘at this commupity ‘college, we examined- several
accounts which wepe being turned over to a collection agency.
These acgounts averaged 13.9 months oveidues ranging from
§ to 32 months. We 1ooked at 49 accoumts which had, as of
April 1976, been witi**a private collection .agency an average
of 17.9 months. On the average, these accougts were 11.5
months overdue when they were turned over for collection.

Of the total $18,454.47 principal -outstanding on these ac-

counts, the collection agency had collected $854.53. The

agency returned 14 accounts to the institution as uncollec- -

tible. In our_opinion, the lack of systematic billing and

collecting procedures was a contributing factor to this

institution's high delinquency rate.

. o . -
2t the 4-year public institution which had a delin- .

guency rate of 16 percent in fiscal year 1976, officials
said that pribr to 1974, _they had -done 1ittlé to collect
on_delinguent -accounts. In the spring of 1974 a State col-

. lection unit was éstablished-and the institution was re-

,; quired to turn all delinguent accounts over to this unit.

“.. At the time qof our visit, the institution had transferred /

, about® 1,100 accdunts; however, it still had over 1,300 °

. - delinguent-accounts in its books. A 1975 study by the

" instjtution noted a large backlog of delinguent accounts

_ and recommended that' temporary staff be assigned to alle-
viate the problem.. .In our discyssion with the business
officer, he said that colle'ctj@gf delinguent NDSL ac-
counts déd not have a high prioPity in his overdll opera- -,
tien. He did not consider the hiring of temporary staff
to be a. feasible solution. :

¢

-
-

-

OE officials said that all these examples of inade- _ ~
guate loan servicing weré violatiOns-S? the reguirements

now set forth'in the interim regulations. They &aid that
failure to comply with the reguirements ‘could be grounds

for. termination from the procrar, ~ut that prior to the
regulations, adoption of sucn procec.ire$ was suggested

to participating <instituticns bv LI, put . these were merely '
suggesti®ns which lacked the force oi law. T v

. . . Conclusions and recormenczticzrs

We recdgnize tha“.the delincuency problem is a diffi-
cult one; however, improvéments in the performance of OE
‘and. lending institutions can signif:cantly feduce the de-"'
. linguency rate. The number of institutions expériencing

_problems with NDSL borrowers becoming delinguent on their

Q ° J ‘4 : .12 14
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accounts is increasing. It was apparent at the. institutions
‘“~ we v151ted that collection procedures prescribed by OE were
not being followed. For example, exit interviews were not e
held with .borrowers leaving school; bofrowers weré not rou-
tinely billed for loan repayments; and prompt collection ac-
. tions were not 1n1t1ated on delinguent accounts.

We recommend that you direct the Comm1551oner of Educa-
tion to instruct those institutions which have high or in-
‘creasing delinguenc rates to follow prescribed collection ’
procedures, especially ‘those noted above, and to assist

.- those institutions needing.help in complying with procedures. 4
. we further recommend that you direct the Commissiohner of's
Education to conduct investigations at institutions which
persistently show high oelxpcuengy rates to determine if
they have been complying with OE procedures. Those in- '
stastuti®ns which refuse to cooperate should. be suspended
or términated from the program. *
NEED TO EFFECTIVELY MONITOR Cf T e e
.. PARTI’CIPATING INSTITUTIONS ) -

h The methods used to monitor the performance of insti=~
.tutions participating in the NDSL program-have been:,

--Review of fisctal operatlons,reports and evaluation
.of applications which institutions‘submit to OE.

-dInstltutlonaf“program reviews, by the 10 OE regional.
offices. Y . f T
- ras " - . ' . .

--Audlts of the 1nstitutlons NDSL funds.

- OE has. not checked on the accuracy of 1nformatlon
submitted by institutions. We found several instances of
inconsistent information being ‘reported to OE by institu-
tions. Also, we guestion whether OE regional offiee.per-

= . sonnel responsible for onsite reviews of the three campus-
based aid programs will be able to conduct ‘program reviews
ES-recommended in an OE report on reducing program abuse.
In additiorn, there have not been adequate followyps on
auédits of institutions partidcipating in the NDSL program,

« and conseaquently backlogs have developed. "OE officials
consistently polnted to a lack of staff as the reason for

these problems. - s - "

- . B t
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Need to improve flscal opératrpna reports

Each year institutions participating in the NDSL pro-k
gram must submit a fiscal operations report to OE. The
report contains information on {1).the financial status of
the NDSL funds, (2) the record of horrower repayments, can-
cellations, and dellnquenc1e§, and (3) collection activi-
ties. The applicdtion due date follows the deadline for .
submission of fis¢al operations reports by about 2 months.
Program off1c1als told us that roughly 10 percent of the
.institotions do not submit the fisdal operations ‘reports.
on time, but that'only about 2 to 3 percent fail to sub-

mit them by the appllcatlon due date.

OE's process1ng -0of fiscal opgratlons reports is com- *
pllcated and time consuming. After the data is keypunched,
it is checked for internal- consistency. Final editing and
tabulation of fiscal operations data can take from 2. to 3 |
'years. Data for fiscal years. 1974 and’ l975 was Stlll being
tabulated as of March 1977.

OE also Goes not check the accurady of the information
that is reported. For example, institutions are allpwed to
claim an allowance for administrative expenses not. exceeding
3 percent of the total amount of-funds advanced to students
during the year.- If they enter.an amount ir excess of 3 per-
cent, the report is returned with the-error message stating
.that the figure may not exceed 3 percent of “the total funds.
advanced The institution may then change the administra-
‘tive expense claim to an acceptable figure. . OE'dces not
ver1fy whether the revised figure is correct or merely one -
which satlsflqg the 3 percent griteria.

B

In our v151ts to 1nst1tutlons, we found several cafes
,where the information reported on the fiscal operations
report did not-reflect the information in the NDSL accounts
at the institution. Using the accounts and working with
institution officials, we could not reconcile the infor-
matioen on the fiscal operatlons reports to the institutions'
records. At'one institution a newly appdinted business
officer coulé not tell us how a partlcular-sectlon of ¢t
report had been completed for the previous year. , Sinc
the institution’ s, automated system did not furnis
Gata, he could not tell us how this section: of the report
would be prepar ed for the followlng year.

Because of the lengthy oelavs anc the absence of veri-
ficdtion, we guestion the effectlveness of these fiscal

. S - '14 . . ) . .
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operations reports‘gs}ajsource of information for use in
‘ monitoring and evaldatimg an iknstitution's performance., °

+ QE officials said that reconciliation of data reported

on thé fis operations .report and an institution's records

is an-audit fungtior .to jpe performed when the institution's
. NDSL funds are audited.? They cited the interim regulptions. “
n ¢ .

which require all partigipating ifstitutions to have their
programs audited no less than every 2 years. However, we
found that ‘there has not Bbeen adequate £ollowups. on audit’
exceptions in the past, and-this new requirement in the
e regulations can result in fdrther batklogs in resolving

3

such exceptions unless changes a}EtEadé. (See p. 16.)

Need to conduct onsite.program reviews x\y;y/' i
* L0 . L ay
' . Another way to assist and ‘monitor an instithg\oh‘s
. administration of the NDSL program is-throygh onsite re-
views.*’ Progrant staff at the OE regional offices are re-,
sponsible for spych reviews for all three campus-based.aid
programg, 1In addition, the regions are responsible for
processing the institution's annual -application for funds -
* and for providing day-to-day technical assistance. The
regional staffs report to the regional directors of HEW; ‘
OE headguarters has little control over the activitijes
of the regjions and provides little guidance on procedures
. to be followed in monitoring institutions. For example,
OE headguarters has not provided ftegions with a g§tandard’ .
program review guide to be used*during onsite visits, and,
therefore,.the regions opérate autonomously when cohduct-
. . ing program reviews. ‘ 3

A}

During fiscal year 1976, more than 3,000 ingtitutions -
participated.'in the NDSL program. Forty-fivé OE staff
members were assigned to the 10 regions to monitor thé three

. campus-based programs. In its February 1976 report on pro-
w gram integrity to the Senate and House Appropriations Com-
 mittees, OE noted that due to the lack of regional staff -
Lo for monitoring institytions, one region 'had experimented
‘with contracting for ohsite program reviews.' -At ope of .
_the regions we visited, we found the same practide ocecurring.
At a third region, contract empldyees:were useq, although
b tegional officials said- that they were not for routine moni-
. toring of institutions. We asked.OE program officials and -
OE's regional liaison officer about the 'extent and cost- of
contracting for sSuch services, but they were unable to pro-
, vide us with such data. N

.
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According to OE's office of grant and procurement mah- -
agement, contract employees should not be uséd- for technical

.Jmonitoring since this ig’ a function of the Federal Govern~- ¢
ment, . not to be delegated outside of OE. : ’

s

1
-

7

An .OE report od’?;ducing program abuse recommended that
institutions receive program reviews at least pnce every '
3 years. The report noted that in order to accomplish this,
additional. staff would be reguired and each program officer
would have to perform a minimum of 25 ‘reviews each year.

- Bgsed on our work at the three regions we visited, we ques-
tion whether OE will be able to achieve this objedétive. The

 three regions were responsible for almost half of the in-
stitutions participating in the NDSL program®*for fiscal
year 1976. On the average, there was one program officer
for evéry 102 institutions, and program officers’ averaged
14 program reviews a year. At one of the regions’, the pro-
gram officers averaged nine reviews. 4

4

'The OE report cited@ above contained a draft of a stand-
ard program review checklist to be used by all of the regions.
It also- included a proposed management %greement whereby the
Regional Commissioner and Deputy Commissioner for Postsecond-
ary Education would agree to. performing an establis@bd number
of program reviews each year to see that each institution’
received a review at least once every 3tyears. This proposal
and the standard checklist have not yet been adopted. Pro-
- " gram officials said that these matters were still under con-
sideration. ' o - s :
4 A
Need to Tresolve audit exceptions c
. / . .
Until *the interim regulations were published in Novem-
ber 1976, there were no reguirements for institutions to
have their NDSL accounts audited. With the new regulations,
an audit must be performed at least biennially. 1In the
early cdays of the program, some audits were done by the HEW
. Audit Agency. 1In fiscal year 1967 the HEW Audit Agency be-
gan accepting audits by private accounting firms. Since
then, most of the audits of NDSL funds have been doné 'by
private firms, and the HEW Audit Agency does fewer than
5 percent ,of the audits. . . ‘ .

. Audits by private accounting firms are reviewed by the .3

BEW Audit Agency- and then by the NDSL progran staff. Before :

the audits are closed, proYram staff members work with institu-

tions to resolve significant deficiencies. VThis may require
CN )

-r
)
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-a considerable amount of t1me on the part of program offi-
Y cials and institutions. - . .

, In fiscal year 1976, l 010 audits of the NDSL program
were performed. Staffing llmbtatlons have curtailed ade-
quate followups on the audits, and consequently backlogs
have developed. Now that the program regulations require.
audits every other year, it can be expected that the back-
logs in following up audit exceptlons will increase, unless

- procedural changes are made or more staff is assigned to
the resolution of audits. . L

’
Y .

Lack of program staff .

.

There have been differences between the Administration
and the Congress over continuing the NDSL program. OE pro=
gram officials pointed to a lack of staff as the main rea=-
son that more attention had not been devoted to resolving ~
problemsiln the administration of the NDSL program. OFE has
advised the Congress that from fiscal years 1970 to 1976,
the combined OE headquarters and regional staff assigned
to the campus-based programs increased by 6 percent. ,Dur=-
ing the same perlod the number ®of participating 1nst1tu-

‘ tions increased by 77 percent, and the amount of newly
awarded Federal funds increased ‘by 95 percent.

The fiscal year 3977 budget apﬁxoved an additional
70 positions for the three campus-Based programs, 24 of
which were to be for the NDSL program. OE believes that
if these positiaqns are filled, 1t would" 51gn1f1cantly con-
tribute to the detectlon, prevention, and control of the
problems noted in“our review.

Conclusions and recomﬁendations (\“

L]
A

We recommend that vou direct the Commissiomer of
Educatfon to modifyv the processing of fiscal operestions
reports to allow for more timely tabulation of the data> |
furnished by-institutipns. Also, OE,should perlodlcally -
test the accuracy of 1nformat10n on the fiscal operations
*eports tc see mne;ne‘ it acrees with 1nst;~ut10n=' rec~

- ords. This could be done on a sample basis.
We also recommend that you direct the Coﬂm1551oner
to cevelop gulcellnes on cq@nducting onsite reviews of the
IDSL‘procram for the use of reglonal staffs, and establish
a system for p%fzodlc program reviews of all participeting
* B
S 19 .
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ERIC o




. B-164031{1)

. e ‘,' . . E . . o
1nst1tutlons.’ The pragtice of contractlng for program re-
v1ews in place of OE.staff reviews should be stopped.
R » mta ‘.

X If the NDSL pregram is to qontlnue, we belleve that the .-
shortcomings recognlzed by OE and the problems we have noted
will not change unless’ necessary resources are applied to
‘/f’monltor the acmlﬁlstratlon of the NDSL program and to pro-

. 7 vider technlca} a551stance to participating 1nst1tutlons.

* 1 .

A

- - - - «
As you know, section 236 ¢of the Legislative Reorganiza-
tion Act of 1970 requires the head of a Federal agency to
( submit a written statement on actions taken on our recom- ]
mendations to the House Committee on Government Operations
and the Senate-Committee on Governmental Affairs not.later -
than 60 days after the date of the report and to the House
and Senate Committees on Approprlatlons with the agency s
first reduest for approprlatlons made more than 60 days
after the date' of the report .
We are sending coples of thls letter to the Senate Com-
Mmittee on Governmental Affairs; ‘the House Committee on Gov-
ernment Opetrations; the Senate Committee on Human Resources;
the House Committee on Education and Labor; the House Commlt—
tee on Appropriations; and the Subcommittee on Labor and :
Health, Education and Welfare, Senate Committee on Appropria-
. tions. Coples are being sent to the D1rector, Office of
- Mandgement and Budget; the Assistant Secre ary for Bducation;
_ the Assistant Secretary, Managemen; and Budget; and the Com-
. missioner of Education. '

N
v »

We anprec1ate the cooperation and a551st
staff during the work.

nce glven our

Sincerely yours,



